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oreword 


It is hard to believe that twenty-five years have gone by since the 
first issue of our L. R. B. & M. JOURNAL was published in January, 1920. 


They have been eventful years for our firm and for the accounting 
profession. The growth of our practice has afforded us the opportunity, 
and the pleasure, of welcoming into our partnership family, members of 
our organization whose increased responsibilities called for such’ recog- 
nyt or. 


The expansion of our practice, as evidenced by the greater number of 
partners and the additional offices established since 1920, has emphasized 
the need of a publication such as the L. R. B. & M. JOURNAL. The 
various articles submitted by the members of the firm and the staff 
have been instructive, interesting and helpful. 


We owe a debt of gratitude to Mr. Staub and his assistant, Mr. 
Bischoff, for their work in making the JOURNAL such an important 
factor in our firm activities. 


On this twenty-fifth anniversary of the publication of our JOURNAL, 
I want to extend cordial greetings to every member of our organization. 
For you who are in the service, whether here or abroad, we pray a speedy 
release and a safe return. 


W. M. L. 
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25 Years of L. R. B. & M. Journal 


The completion of twenty-five 
years of publication of the L. R. B. 
& M. JOURNAL, and the beginning 
with this issue of its second quarter 
century, seems a fitting time for a 
review of the purpose and perfor- 
mance of the periodical in the life 
of the L. R. B. & M. organization. 

When the publication of the 
JOURNAL began in 1920, it was a 
pioneering project for our firm and 
the lines of its development were 
to be based on the experience that 
might be gained in the years to 
follow. 


PURPOSE 


When the first number was 
issued, we had only six offices, all 
of which were in the United States. 
They included New York, Phila- 
delphia, Chicago, Boston, Pitts- 
burgh and Washington. Even with 
that relatively small number of 
offices, a feeling had developed that 
we needed something to maintain 
a line of communications between 
the offices and a means of trans- 
mitting from one to another some 
of those things which might be of 
benefit from one office to another. 

The purpose of the JOURNAL is 
well expressed in the following 
statement formulated by Mr. Sweet, 
which has appeared substantially 
unchanged at the masthead on the 
editorial page of each issue of the 


JOURNAL during the past twenty- 
five years: 

The purpose of this journal is to com- 
municate to every member of the staff and 
office plans and accomplishments of the 
firm; to provide a medium for the exchange 
of suggestions and ideas for improvement; 
to encourage and maintain a proper spirit 
of cooperation and interest, and to help in 
the solution of common problems. 


FIRM HISTORY 


As publication of the JOURNAL 
has continued from year to year, 
it has become evident that one of 
its most useful functions is to serve 
as the archives of the firm in respect 
of those events which would be of 
special interest in the history of 
the firm. In the first volume Mr. 
Lybrand began a series of articles 
entitled, “‘History of the Firm,” 
which continued through a number 
of issues and formed an interesting 
record from the founding of the 
firm to the time of writing. Im- 
portant additions to this history 
were made in later volumes, one of 
the most important being a special 
number issued in January 1923, 
which commemorated the twenty- 
fifth anniversary of the founding 
of the firm and gave a comprehen- 
sive history of the twenty-five year 
period, as well as brief biographical 
sketches of the four founders and of 
those who had become partners up 
to the end of 1922. At that time 
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the firm had only twelve partners 
as contrasted with the fifty-one 
names which today appear in the 
list of partners on the editorial 
page of the JOURNAL. 

The Twenty-fifth Anniversary 
Number presented a comprehen- 
sive survey of the twenty-five years 
growth which the firm had experi- 
enced since its modest beginning in 
1898 with the opening of the office 
in Philadelphia by the four original 
partners with two assistants. 

The survey also reviewed the 
part which the members of the firm 
had had in the development of the 
accountancy profession. This part 
had been had in various ways. One 
was through contributions which 
were made to the literature of the 
budding profession, notably Colonel 
Montgomery’s outstanding works 
on Auditing Theory and Practice and 
Income Tax Procedure, and many 
articles for The Journal of Account- 
ancy and other business and pro- 
fessional periodicals by various 
partners. Another way was through 
active participation in the work of, 
and furnishing leadership to, the 
various professional societies, es- 
pecial mention being made of the 
Congress of Accountants held in St. 
Louis in 1904 which furnished the 
inspiration for later international 
congresses on accounting (Amster- 
dam, 1926; New York, 1929; Lon- 
don, 1933). Still another way was 
through the teaching activities of 
partners in university schools of 
accounting, beginning with that 





done by two of the founders in 
Philadelphia in 1902 in conjunction 
with two other accountants in an 
evening course conducted in our 
firm’s Philadelphia office, a pioneer- 
ing undertaking which led to the 
organization of evening classes in 
the Wharton School at the Uni- 
versity of Pennsylvania. One more 
way was through making public 
addresses before various business 
and professional organizations. 

Colonel Montgomery’s campaign 
for a simpler and sounder federal 
tax law, which he is still carrying 
on with vigor, began long ago, for 
in 1922 he addressed the annual 
meeting of the American Institute 
of Accountants on ‘‘Why Should 
We Have a New Tax Law?” and 
in the same year addressed the 
Chicago Association of Commerce 
and the Detroit Chamber of Com- 
merce on the federal tax situation. 

The following editorial tribute 
to our staff, which appeared in the 
Twenty-fifth Anniversary Number, 
bears repeating at this time because 
it represents just as much today as 
then the feeling of our firm toward 
its staff: 

Any reference to the accomplishments of 
the last twenty-five years would be incom- 
plete, however, if it did not freely and 
generously acknowledge the important part 
played therein by our staff. It is self- 
evident that no matter what qualities the 
founders of the firm and those who have 
become associated with them might have 
possessed, no matter how high their pro- 
fessional ideals, and no matter how strong 
their spirit of service, all this would have 
been but of little avail had there not been, 
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throughout our organization, active coop- 
eration and devotion to the firm’s ideals. 
To the loyalty and effective service of our 
staff, both field and office, at our various 
offices, we owe much of the goodwill we 
enjoy today. 

The Fortieth Anniversary Num- 
ber of the JOURNAL, published in 
1938, bore the title of ““A Record of 
Forty Years.” Four articles by 
Mr. T. Edward Ross set forth the 
record: the first, entitled “‘These 
Forty Years,” was a_ historical 
review of the forty years of practice 
which the firm had completed since 
its founding in 1898; the other 
three bore the titles of ‘“‘Contribu- 
tions to Accountancy Literature,” 
“Activities in Accountancy Edu- 
cation,”’ and “Participation in Pro- 
fessional Societies.’’ The last three 
articles, as their titles indicate, set 
forth in some detail the service 
contributed to the development of 
the profession at large by partners 
and staff members. 


FOUNDERS’ MEMOIRS 


An important part of the recorded 
history of the firm consists of the 
autobiographical accounts written 
by three of the founders of our firm 
upon their respective completion 
of’ fifty years of /practice in the 
public accounting profession. 

Mr. T. Edward; Ross wrote under 
the title of ‘Random Recollections 
of an Eventful Half Century.” 


These recollections appeared in the 
January, 1937, issue of the JOUR- 
NAL, and were supplemented by 
tributes from his fellow-founders, 


Mr. Lybrand and Colonel! Mont- 
gomery, by an account of the 
Golden Anniversary Dinner given 
in honor of Mr. Ross in Philadelphia 
on January 26, 1937, and by a poem 
“Fifty Years—That Is a Span of 
Life for Many a Man,” written for 
the occasion by Mr. Walton H. 
Troyer, a member of the Phila- 
delphia staff. Mr. Ross’ recollec- 
tions also appeared in the October, 
1937 issue of the Journal of Ac- 
countancy. 

Mr. Lybrand completed his fifty 
years of practice in the Fall of 1937, 
and on October 16 the event was 
celebrated by a dinner at the 
Waldorf-Astoria when partners and 
staff members gathered to do him 
honor. His recollections of this long 
period of practice appeared in the 
January, 1938, issue of the JOURNAL 
under the title ““As I Look Back 
Over Half a Century.” That ac- 
count, likewise, was supplemented 
by tributes from his fellow-founders, 
Mr. T. Edward Ross and Colonel 
Robert H. Montgomery, who had 
been his friends and professional 
associates through this long period 
of time, by an account of the 
Fiftieth Anniversary Dinner, and 
by a poem written by Mr. Francis 
E. H. Davies, at that time a mem- 
ber of the staff at our London 
office, who later joined the New 
York staff and at the present time 
is doing his “bit” in the armed 
forces of our country. The poem 
may now well be regarded in a 
sense prophetic of that bond of 
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kinship between our country and 
Britain which has been made so 
much closer through the fellowship 
of fighting and suffering during the 
present war. 

Colonel Montgomery completed 
his half century of practice in the 
Spring of 1939, and wrote his 
memoirs (with an appendix of 47 
exhibits, which seemed fitting for 
an accountant!) in a volume en- 
titled “Fifty Years of Account- 
ancy.” The dedication in the 
Colonel’s inimitable style was “‘To 
My Wife, Children, Sisters and To 
My Partners and All Associates 
and Friends Who May Be Curious 
Enough to Know How I Have 
Spent Part of My Time During the 
Past Fifty Years.’’ A condensation 
of the narrative portion of the 
volume formed the leading article 
in the May, 1939, issue of the 
JOURNAL, accompanied by tributes 
to the Colonel from Mr. Lybrand 
and Mr. Ross, and an account of 
the dinner given to the Colonel at 
the Waldorf-Astoria on May 6, 
1939. The dinner was marked by 
many expressions of affection from 
those present, a tangible one being 
a gift of $10,000 to the Fairchild 
Tropical Garden by the members 
of the firm to provide a library and 
museum building for the Garden 
which the Colonel and Mrs. Mont- 
gomery had greatly desired to see 
added to the Garden’s facilities. 
A. description of the Montgomery 
Library-Museum, which was soon 
thereafter erected in the Fairchild 


Tropical Garden, appeared in the 
March and May, 1940, issues of the 
JOURNAL. 
WAR SERVICE 

From issue to issue of the JOUR- 
NAL a record has been made of the 
name of each member of the L. R. 
B. & M. organization who was 
enrolled in the country’s armed 
forces. The total number from all 
offices has now passed the 350 
mark. We are proud of the men 
who form this group, many of whom 
are now either afloat or stationed 
at various places all over the globe. 

A sad duty of the editor of the 
JOURNAL has been the recording of 
those in our ranks who have made 
the supreme sacrifice. A biographi- 
cal note has appeared for each of 
them so that we might the more 
definitely preserve the memory of 
their devotion to our country and 
their service to our firm. 
NEW OFFICES 

During the almost half century 
which has elapsed since the found- 
ing of our firm in 1898, the year of 
the Spanish-American war, up to 
the outbreak of the depression of 
the thirties there was an ever 
increasing expansion of American 
industry and commerce. The inte- 
gration into larger industrial orga- 
nizations with plants in different 
parts of the country, and even- 
tually with plants and branches 
abroad, called for additional offices 
from which our firm could serve its 
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clients who had nationwide inter- 
ests. 

The opening of each additional 
office from 1920 on was reported 
in our JOURNAL as it occurred. 
During the past twenty-five years 
the number of our American offices 
increased from six to twenty. The 
extension of the firm’s practice to 
Europe with offices in London 
(where for many years previously 
the firm had had mutual agency 
arrangements with a well known 
firm of chartered accountants), 
Paris and Berlin was also recorded 
in the JOURNAL. Occasionally, ar- 
ticles from our European offices 
dealing with features of accounting 
practice under conditions obtaining 
there appeared in our JOURNAL. 

By 1937 the conditions in Ger- 
many and the domination of affairs 
there by the Nazi regime convinced 
us that it was time for us to close 
our Berlin office. In 1940 the 
German invasion of France and 
the tragic fall of Paris caused the 
closing of our office there. How- 
ever, we expect to reopen that 
office as soon as conditions permit 
and service to our American clients 
who have foreign interests requires. 

Mr. L. C. David, one of our 
Paris partners, had _ voluntarily 
taken a commission in the British 
army early in the war and had a 
stirring experience in getting to 
England at the time of Dunkirk. 
Mr. Francis J. H. O’Dea, our other 
Paris partner, was interned for a 
time by the Germans but was 


eventually released. The account 
of his adventures in later getting 
out of France and to the United 
States immediately after Pearl Har- 
bor would form an absorbing tale. 

The London office has been carry- 
ing on throughout the war in spite 
of depletion of staff through entry 
of various members into service in 
the British Army, thelong continued 
bombing of London, and the other 
difficulties of practice under the 
much more onerous war conditions 
obtaining in England as compared 
with anything we have experienced 
in this country. 

A cause of regret was the retire- 
ment, due to considerations of 
health, of Mr. Arnold T. Davies, 
who had been our first European 
partner and with whom our rela- 
tions through many years were so 
intimate and pleasant that we 
shall always cherish him in highest 
regard. Since his retirement Mr. 
Norris has been carrying on as 
the sole partner at the London 
office. 


ADDITIONAL PARTNERS 


Reference has already been made 
to the considerable increase in the 
number of members of the firm 
during the past 25 years. This has 
been a wholesome development be- 
cause it represents the recognition 
of long and faithful service as 
members of the staff on the part of 
those who became partners. In 
the case of each new partner a 
short biographical sketch, accom- 
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panied by his portrait, appeared 
in the JOURNAL. 


DECEASED PARTNERS 


As in the case of all human insti- 
tutions, some of our partners have 
passed on to the great beyond in 
the course of the past quarter cen- 
tury. The first one to do so was 
one of the founders, Mr. Adam A. 
Ross, who died in 1929. He had a 
large part in the building up of the 
firm’s practice and in the mainte- 
nance of its ideals during the first 
three decades of its existence. In 
the years that followed, Walter S. 
Gee, Richard Fitz-Gerald, A. 
Charles Guy and Frederick S. 
Metzler left us. In the case of each 
of them their going left a deep 
sense of loss and we cherish their 
memories. 


SPECIAL ISSUES 


From time to time particular 
issues Of the JOURNAL have been 
devoted to special purposes. Among 
the most important ones were those 
which commemorated the memory 
of deceased partners. A record was 
thus made in the firm’s archives of 
their life and services which were 
so vital to us. 

Two special issues have already 
been mentioned in recounting the 
JOURNAL’S record of the firm his- 
tory, namely, the Twenty-fifth and 
Fortieth Anniversary numbers. 
When the firm had completed 
thirty-five years of practice, it was 
decided to mark the event by hav- 


ing an issue of the JOURNAL contain 
articles written by friends of our 
firm, each of them an outstanding 
man in his profession or field of 
business. 

A list of the articles contained in 
that issue will indicate its inter- 
esting and impressive content: 
THIRTY-FIVE YEARS OF THE UNIVERSITY OF 

PENNSYLVANIA 
By Thomas S. Gates, President, Univer- 
sity of Pennsylvania 
THIRTY-FIVE YEARS OF APPLIED SCIENCE 
By Frank B. Jewett, Ph.D., Vice-Presi- 
dent, American Telephone and Tele- 
graph Company, and President, Bell 
Telephone Laboratories, Inc. 
ACCOUNTING AND DEPARTMENT STORES 
By Samuel W. Reyburn, President, Asso- 
ciated Dry Goods Corporation 
AUDITING UNDER THE NEw UTILITY POLicy 
By George O. Muhlfeld, President, Stone 
& Webster, Incorporated 
INVESTMENT TRUSTS 
By Floyd B. Odlum, President, Atlas 
Corporation 
SAVING INDUSTRY 250 MILLION DOLLARS 
ANNUALLY 
By Lewis H. Brown, President, Johns- 
Manville Corporation 
THE ACCOUNTANT, THE MERCHANT AND THE 
BANKER IN PARTNERSHIP 


By Harvey E. Whitney, of Bankers Trust 
Company, New York; Ex-Chairman of 
Committee on Cooperation with Public 
Accountants of the Robert Morris 
Associates 


That issue also contained an 
address by Mr. Staub, entitled ‘The 
Development of Accountancy Dur- 
ing the Past Thirty-five Years,” 
which was delivered at a meeting 
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of the New Jersey Society of Certi- 
fied Pubiic Accountants on De- 
cember 7, 1932, commemorating 
the thirty-fifth anniversary of the 
founding of the Society. The life 
of that Society happened to coin- 
cide with the period of the firm’s 
history commemorated by the 
Thirty-fifth Anniversary Number 
of the JOURNAL. 

TAX ISSUES 

Those issues of the JOURNAL 
which have been devoted to new 
income and excess profits tax laws, 
particularly in the last decade, have 
formed an outstanding class of 
special issues. The clarity and rela- 
tive brevity with which the effect 
of the more important provisions 
of changing laws have been set forth 
have made these issues helpful to 
the members of our organization at 
our various offices and have pro- 
duced a demand therefor from our 
clients. 

As there has been a new Federal 
tax law at least annually during the 
past dozen years, the publication 
of these tax issues would have made 
the L. R. B. & M. JOURNAL a 
worth while activity of our firm if 
no other issues had been published 
during the period. 


ISSUES SPONSORED BY 
DIFFERENT OFFICES 


Another class of special issues, 
aside from those of a _ historical 
character already referred to, has 
been that of the issues sponsored by 


different offices. Boston, New York, 
Philadelphia, Washington, Chicago, 
San Francisco and Dallas offices 
each have sponsored such a special 
issue which contained articles of 
particular interest to the areas 
served by the respective offices and 
articles relating to features of ac- 
counting practice particularly re- 
lated to industrial and commercial 
enterprises in such areas. 


WIDE SCOPE OF ARTICLES 


The subjects with which articles 
appearing in the JOURNAL have 
dealt in the course of the past 
quarter century have been of in- 
finite variety. Many of them have 
arisen out of current problems as, 
for example, those relating to the 
Securities Acts and the require- 
ments of the Securities and Ex- 
change Commission thereunder; 
cost-plus contracts, renegotiation, 
and contract termination which 
have been so much in the minds of 
accountants during the present 
World War; and accounting prob- 
lems encountered in many different 
fields of industry, commerce and 
finance. 


TRAVELS 


Over the years a number of arti- 
cles have appeared in the JOURNAL 
recounting the travels of various 
members of the firm. One of the 
earliest appeared in the third issue 
when Mr. Bergman wrote an illus- 
trated article on “‘An Assignment 
in Cuba.”’ This described some of 
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the experiences of the L. R. B. & M. 
group which, headed by Mr. Ly- 
brand and Mr. Staub, carried out 
an engagement in Cuba—one of 
the largest engagements the firm 
had had up to that time—extending 
over approximately three months. 

A chef-d’oeuvre of Volume II of 
the JOURNAL was Mr. Lybrand’s 
comprehensive and well illustrated 
description of ‘“‘A Holiday Trip in 
Spain.” The writer of these notes 
has recently been glancing through 
it again and, especially in view of 
all that has happened in Spain in 
the last decade and a half, has 
found it more interesting than ever. 

Colonel Montgomery wrote a 
series of articles on ‘‘ An Accountant 
at Sea and Other Places,’’ which 
ran through a number of issues in 
the first and second volumes of the 
JOURNAL. He told in his inimitable 
way of his visit to France and its 
battlefields soon after the World 
War I. 

Mr. Adam Ross contributed a 
most interesting article on Early 
American Travel. Mr. Ross was 
always greatly interested in Ameri- 
cana and the article was based on 
his researches in literature relating 
to travel in America during its 
pioneering era of the eighteenth 
century and the early years of the 
nineteenth. 

Mr. Sweet and Mr. Keller both 
made contributions of interesting 
travel accounts in the Far West 
and in Alaska. Mr. Sweet’s article 
was on “‘Camping and Tramping in 


Kings River Canyon and the Sier- 
ras.” Mr. Keller’s lively article 
about his trip to Alaska gave the 
incentive to the writer of these 
notes to make a trip there when, in 
1925, he had occasion to go to 
Seattle. 

Mr. Henderson described in an 
issue of the JOURNAL a visit he 
made to the country of his birth, 
giving it the caption, “‘Something 
About Scotland.” 

Mr. Staub wrote a series of 
articles under the general title of 
“Travels of an Accountant”? which 
related to journeys and experiences 
incident to accounting engagements 
performed in different parts of the 
country, and also included some 
reports on European travels with 
observations on economic condi- 
tions in various European coun- 
tries which he visited, including 
attendance at the International 
Congress on Accounting in London 
in 1933 and attendance as a repre- 
sentative of the American Institute 
of Accountants at the Silver Jubilee 
of the Swiss Society of Accountants 
held in Zurich in June 1939, two 
months before the outbreak of 
World War II. 


These notes regarding the L. R. 
B. & M. JOURNAL have not at- 
tempted to set forth in full detail 
the content of the JOURNAL over 
the past quarter century. They have 
been intended primarily to indicate 
some of the more important ma- 
(Continued on page 34) 
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“Honour to Whom Honour is Due” 


During the summer of 1944 Mr. 
T. Edward Ross was elected an 
Honorary Member of the Alpha of 
Pennsylvania Chapter (Wharton 
School of Finance and Commerce 
of the University of Pennsylvania) 
of Beta Gamma Sigma, a scholar- 
ship honor society in the field of 
commerce and business administra- 
tion. The announcement of his 
election and a brief biographical 
sketch appeared in the Summer, 
1944, issue of the Reta Gamma 
Sigma Exchange. 

The award was formally con- 
ferred on Mr. Ross on November 
17, at a luncheon at the Hotel 
Philadelphian, which was attended 
by a number of members of the 
faculty of the Wharton School 
who are members of the organiza- 
tion and by undergraduates and 
alumni members. 

Professor Jeremiah Lcckwood, 
head of the Accounting Depart- 
ment of the Wharton School, gave 
a short address, outlining the his- 
tory of accounting in Pennsylvania, 
and the part Mr. Ross has played 
in its development. The gist of 
Professor Lceckwood’s address was 
as follows: 

I am happy to be present on this occasion 
in honor of one of our outstanding account- 
ants. Your guest has been interested in the 
theory and practice of accounting for a very 
long time. In fact, his life as an accountant 
has been contemporaneous with the growth 
and development of accounting in our 





Wharton School of Finance and Commerce 
of the University of Pennsylvania. 

The theory of accounting has been taught 
continuously in the Wharton School since 
1887. During the time which has elapsed 
since then, Charles Gilpin, Roland Falkner, 
Joseph French Johnson, and Edward P. 
Moxey have met many accounting classes 
in the Wharton School. They have com- 
pleted their teaching assignments, and have 
closed their books for the last time, but 
“T. Edward,” as he is affectionately known 
among accountants, has been continuously 
practicing accounting since 1887, and is 
still carrying on. 

Mr. Ross began his career as an account- 
ant with John Heins, in the early part of 
1887. He became a partner in 1892, and 
in 1898, together with some of his asso- 
ciates from the firm of John Heins, formed 
the partnership of Lybrand, Ross Bros. & 
Montgomery on January 1, 1898. 

Mr. Ross has been widely interested in 
the growth and development of accountancy 
in the Commonwealth and in the Nation. 
He was a charter member of the Pennsyl- 
vania Institute. His associates in the 
Pennsylvania Institute of Certified Public 
Accountants honored him by electing him 
to act as Secretary, later as Vice-President, 
and then as President of the Institute. He 
has also acted as Member of Council of 
the same organization. 

Mr. Ross has guided and trained many 
prominent accountants, some of whom have 
come from our own Wharton School. He 
has influenced, to a very high degree, the 
development of the profession. He has 
made contributions to the literature on 
the subject. As one of the founders of his 
firm, he can be justly proud of it, of his 
associates, and of their mutual accom- 
plishments over nearly half a century of 
time. 


(Continued on page 36) 
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‘The Fairchild Tropical Garden’ 


Thanks to my warm friends, 
Robert and Nell Montgomery, I 
have been allowed to take part in 
the development of a project which 
is very close to their hearts and, I 
may add, to mine as well. This has 
been the organization of the Fair- 
child Tropical Garden, a botanical 
garden to display to the public 
those plants which may be grown 
on the lime rock in the extreme 
southeastern corner of Florida. The 
Garden lies along the Old Cutler 
Road about eleven miles south of 
Miami, and adjoins the Matheson 
Hammock with its fine stand of the 
native flora. I have been asked 
several times, quite insistently, 
‘“*But is this really a tropical gar- 
den?’ The answer is ves; and I will 
tell you why. 

The Tropic of Cancer, which 
girdles the earth 231° north of the 
equator, is supposed to delimit the 
northern edge of the tropical zone. 
This line passes a few miles south of 
Key West. But since animals and 
plants do not know whether they 
are in Georgia or Florida, they are 
quite unaware of this human de- 





*Extracts from Chapter XVI of the 
recently published book, That Vanishing 
Eden: A Naturalist’s Florida, by Doctor 
Thomas Barbour, Director of the Museum 
of Comparative Zoology at Harvard Univer- 
sity, and Custodian of the Atkins Institute 
of The Arnold Arboretum at Soledad, Cuba. 
Reprinted by permission of the publishers, 
Messrs. Little, Brown & Co., Boston. 


limitation of the tropics. I am 
reminded that we have occasional 
frosts. That is entirely true, but 
there have been frosts in Mexico as 
far south of “the line of the 
tropics” as we are north. 

From where I sit in the Kampong 
I am looking directly at two coconut 
trees, both well favored and full of 
nuts. One tree is a tall, stately indi- 
vidual of the ordinary Cocos nuci- 


fera; the other is a dwarf form, 


called ‘“‘the Golden Coconut of 
Malaya.” These strictly tropical 
trees are perfectly happy here. 
They would not be happy one hun- 
dred miles north under any circum- 
stances. They cannot be grown in 
California, nor do I remember them 
in Lower California, which we visit- 
ed once at some length on the now 
famed yacht Utowana. I once over- 
heard Dr. Talcott Williams say to 
Professor William Morton Wheeler: 
““Where the coconut produces viable 
seed, there are the tropics—and 
where it is too dry for this to hap- 
pen, I accept the date palm as my 
marker.’ I feel perfectly certain 
about the accuracy of the first state- 
ment, a little less sure about the 
second. 

I think any fair-minded 
person will agree that I have made 
it clear that the Fairchild Tropical 
Garden is not misnamed. 

You will wonder what it is like. 
You must remember this is not, and 
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is never going to be, any rival to the 
gardens in Buitenzorg, Paradenya, 
Port-of-Spain, Rio, or even our own 
Soledad in Cuba. There are good 
reasons why this should be and 
there is no reason why each one of 
these gardens should not have its 
own characteristic collection and be 
itself and not a copy. A notable 
feature of the Fairchild Tropical 
Garden is its palms. Palms grow 
especially well on the rocky, appar- 
ently sterile soil of southeastern 
Florida, and the Montgomerys, who 
have the largest collection of palms 
in a private preserve in the world, 
have pushed the palm collection in 
the Fairchild Tropical Garden. 
There are 300 species established 
here now and the garden is not yet 
six years old. 

A most interesting adjunct is the 
charming little Palm Products Mu- 
seum. This unique institution con- 
tains only objects habitually made 
from the fruit, leaves, or stems of 
palms from all parts of the world, 
from carnauba wax from Brazil to 
tinned hearts of palm from far 
Reunion. The whole collection is 
housed in a gem of a building pre- 
sented to the garden by Bob 
Montgomery’s partners in business. 
Here the secretary, my friend, Mrs. 
Love, has her office. There is a 
well-filled library with a comfort- 
able place to read.t 


tA description of the Montgomery Lib- 
rary-Museum of the Fairchild Tropical 
Garden appeared in the Marchand May 1940 
issues of the L. R. B. & M. JoURNAL.—Ed. 


The garden is superbly laid out, 
with many alluring vistas. There is 
a long pergola with a grand collec- 
tion of flowering vines, and an over- 
look giving out towards the sea with 
green water from ponds dug in the 
low muckland, and a formal glade, 
fringed with a collection of palms 
and named for that well-beloved 
Nestor of American horticuiture, 
Liberty Hyde Bailey. Fortunately 
the land chosen for the garden was 
once part of one of the oldest tropi- 
cal fruit plantations in South Flor- 
ida, and there is a grove of fine old 
mango and alligator pear trees. 
There is a single enormous mamey 
apple tree which provides ready- 
made shade—and fine deep shade 
at that—for the delicate palms 
which normally grow in deep forest. 

In comparison with Buitenzorg, 
or any other tropical garden of 
which you may think, one fact is 
sure: no garden has ever, in such a 
short time, become more lovely or 
been so widely enjoyed by many 
people. It is only five years old. 
Both David Fairchild and Bob 
Montgomery have a host of friends, 
and numbers of them have con- 
tributed choice, full-grown trees to 
beautify this garden. Large palms 
transplant easily and in most cases 
show no effect whatever from hav- 
ing been moved. 

What the Arnold Arboretum is to 
the New England region, the Mor- 
ton Arboretum to Chicago, or the 
Shaw Gardens to St. Louis, the 

(Continued on page 36) 
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Annual Reports to Stockholders* 


By ROBERT S. WARNER 


The subject of annual reports to 
stockholders is particularly timely 
at this season of the year. While 
the general design and content of 
annual reports is so colored by 
individual company tastes and con- 
ditions that a presentation of fixed 
rules and principles pertaining 
thereto is impracticable, there are a 
number of general aspects of the 
subject which are worthy of dis- 
cussion. I understand that such 
discussion is the purpose of this 
gathering tonight. 

As an accountant, I propose to 
deal principally with the financial 
statement section of the report, by 
which I mean that portion includ- 
ing the balance sheet and income 
and surplus accounts. In this re- 
spect I understand also that you 
are interested in discussing develop- 
ments and opinions regarding some 
of the more important items of 
current interest appearing in the 
statements themselves. 


RESPONSIBILITY FOR 
THE ANNUAL REPORT 


In formulating the annual report, 
it must first be decided which 
department of the company is to 





*Based on a talk delivered to the St. Louis 
Control of the Controllers Institute of 
America, Hotel Statler, Si. Louis, Novem- 
ber 28, 1944. 


be responsible for the collection and 
editing of the report material, and 
which department’s interests are to 
be accorded greatest emphasis in 
the selection of the textual and 
statement matter. An examination 
of a number of annual reports 
indicates a decided lack of uni- 
formity as to the guiding policies. 
In some cases the advertising or 
public relations department ap- 
pears to have dominated the prep- 
aration of the report, in others the 
policies of the fiscal department 
seem to prevail, and in still others 
the production and personnel de- 
partments appear to have used the 
report as a medium for expression 
of matters of greatest interest to 
such departments. In one hu- 
morous instance, the advertising de- 
partment of one of our clients was 
responsible for the preparation of 
the report, and the advertising 
manager suggested that we rewrite 
our report (certificate) on the svate- 
ments, because he felt the style was 
not in keeping with that employed 
elsewhere in the report! 


MATTERS EMPHASIZED 


The determination of the guiding 
principle to govern the display of 
material in the annual report will 
have a bearing on the relative 
prominence of the various types of 
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information to be shown. The re- 
sults of the year’s activities may 
also influence the selection of the 
published matter. For example, un- 
usual production accomplishments 
might be headlined in the report 
supported perhaps by pictorial or 
graphic displays. On the other 
hand, the financial accomplish- 
ments might be given greater no- 
tice, and their significance brought 
home by the use of charts and 
graphs. An unusual expansion of 
facilities might call for due notice 
in the annual report. Some com- 
panies incorporate in their annual 
reports reproductions of outstand- 
ing or traditional advertising dis- 
plays. 


STOCKHOLDERS’ INTEREST 
PARAMOUNT 


By far the most important con- 
sideration in the selection and pre- 
sentation of material for the annual 
report is the question of whose in- 
terest should be paramount. It has 
previously been mentioned that re- 
view of a number of annual reports 
indicates that emphasis is vari- 
ously applied to different elements 
of the report, such as the financial 
statement section, the report on 
operations, the production accom- 
plishments and the impact of gov- 
ernment regulation or legislation. 
One must not lose sight of the fact 
that, in the first instance, the report 
is a report to stockholders. Stock- 
holders as investors, should receive 
primary consideration in determin- 


ing the content and method of 
presentation of the report. The 
report should therefore include an 
adequate presentation of the oper- 
ating results and financial position 
of the company. An inordinate 
amount of detail is not desirable in 
view of the fact that stockholders 
do not act in the capacity of mana- 
gers. The possibility that the report 
might prove harmful to the corpo- 
ration through unnecessary disclo- 
sure of trade conditions must be 
considered, though this possibility 
has been in general rather over- 
emphasized. While there is a de- 
sirable trend toward greater detail 
in the reports, this can be satisfied 
by the use of supplementary an- 
alyses of financial condition and 
operating results and ratios without 
disclosure of intimate information. 

Mr. W. C. Brinton, in his work 
entitled ‘‘Graphic Methods for Pre- 
senting Facts,’ has advanced the 
thought that it is highly desirable 
for corporations not only to keep 
their old stockholders, but to at- 
tract new ones. He suggests that 
frankness in the treatment of stock- 
holders is the surest way to accom- 
plish this end. He further states a 
condition which, I venture to say, 
most of you have recognized for 
some time, that the average stock- 
holder does not, as a rule, under- 
stand the balance sheet, and is little 
concerned with operating results 
other than the net income for the 
year and the earnings per share, as 
indicators of the likelihood of divi- 
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dend payments being maintained. 
To overcome this lack of analytical 
ability on the part of the average 
stockholder, Mr. Brinton suggests 
that graphic presentations can go a 
long way in conveying essential in- 
formation to the company’s pro- 
prietors. He summarizes the ques- 
tions believed to exist in the stock- 
holder’s mind which should be 
answered by the annual report as 
follows: 

1. Has the earning power of the 
company been maintained? 

2. Is the property being kept in 
sound physical condition? 

3. Is the financial condition 
sound? 

An enlightening commentary on 
the various objectives of annual re- 
ports was contained in quotations 
in The Journal of Accountancy for 
October, 1944, in the form of an 
analysis by Dr. Louis Haney which 
had appeared in the Financial 
World of August 9 under the title of 
the ‘“‘Real Function of Annual Re- 
ports.”” The author stated that he 
found difficulty in judging the rela- 
tive standing of annual reports, be- 
cause they appeared to be issued for 
different purposes. He found that 
they are directed toward at least 
four different groups, and that 
different techniques are used in re- 
spect of each of the four groups of 
readers. He observed that some are 
prepared for the benefit of the stock- 
holders, some for employees, others 
for potential customers, and the 
fourth group for the general public. 


Employees are primarily concerned 
with employee relations. Reports 
directed mainly to customers natur- 
ally headline the products of the 
corporation in amanner most likely 
topromotesales. Reportsdirected to 
the general public contained infor- 
mation emphasizing the effects of 
government legislation, taxes and 
other regulatory measures. He sug- 
gests that corporations decide the 
main purpose to be served by the 
annual report and label it accord- 
ingly. It seemed to him inconsistent 
to describe it as a report to stock- 
holders when it obviously contains 
sections designed for the benefit of 
one or more of the other groups 
mentioned. In his judging of the 
reports, he was inclined to empha- 
size the stockholder point of view, 
as the primary purpose of the cor- 
poration, after all, is to make 
money for the equity holders. He 
suggests that the difficulty arising 
from the stockholder’s supposed 
lack of investment analysis ability 
could be overcome by simplification 
in presenting the material included 
in the report. 

In line with the thought expressed 
above that there is a trend toward 
including more information in the 
report, and with the further thought 
that presentation of the additional 
information should be simplified as 
much as possible, may I here ob- 
serve that in my experience the con- 
troller usually strives for simplifica- 
tion of presentation. Because of his 
function as one who collects, trans- 
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mits and interprets financial infor- 
mation for the management, he has 
doubtless found, or so it appears to 
me, that the simplest presentation 
is the most effective. I suggest that 
the public accountant is sympa- 
thetic to this viewpoint in respect 
of the annual report. 


STATEMENTS TENTATIVE IN 
WarR TIME 


Financial statements issued in the 
midst of a war economy must be 
considered tentative in many re- 
spects, and finality in the expression 
of earnings, or of assets and liabili- 
ties at any given moment of time, 
is possible only in the most simple 
situations. Financial statements of 
a going concern involve estimates 
and judgments, and this fact, 
coupled with such conjectural fac- 
tors as taxes, renegotiation, con- 
tract termination, wage disputes, 
etc., serve to intensify the tentative 
character of wartime financial state- 
ments. The need of explaining 
these contingencies frequently 
makes simplicity in the presenta- 
tion of statements a difficult task. 
Many recent reports have been 
issued showing revised results of 
operations for prior years occa- 
sioned by the effect of subsequent 
material adjustments as, for ex- 
ample, renegotiation. 


FOOTNOTES 


Much has been said on the 
troublesome question of footnotes 
on financial statements. It is de- 


sirable that these be kept to a 
minimum and be worded as simply 
as possible. Most accountants seek 
to avoid footnotes involving qualifi- 
cations of such significance that the 
statements are actually amended 
thereby. The Securities and Ex- 
change Commission has justifiably 
opposed footnotes of this character, 
and has, in some instances, required 
adjustment of the statements in lieu 
of extremely qualifying footnotes. 


EXTENT OF DISCLOSURE 


In the preparation of the financial 
statements to be included in the 
annual report, questions of the 
proper extent of disclosure fre- 
quently arise. One of the dis- 
tinguished Canadian visitors at the 
recent meeting of the American In- 
stitute of Accountants in St. Louis 
took exception to the commonly 
used term, “full disclosure.’”’ He 
stated that this implied that there 
were varying degrees of disclosure, 
which is a thought he could not 
reconcile with logic. It has been my 
experience, however, that questions 
of the extent of disclosure can usu- 
ally be resolved satisfactorily by the 
management and the independent 
accountant. The combined judg- 
ment of the comptroller and the 
independent accountant can, I be- 
lieve, be relied upon to eliminate 
gratuitous and harmful information 
and insure the display of all infor- 
mation necessary to a frank and 
clear exposition of the manage- 
ment’s accountabilities. 
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CURRENT POSITION 

Considerable difficulty can be en- 
countered in determining a proper 
segregation of current and non- 
current items under wartime condi- 
tions because of the mixed character 
of the asset accounts. For example, 
under cost-plus-a-fixed-fee contract 
accounting many items normally 
considered non-current assets are 
reimbursable in cash. I include in 
this group prepaid and deferred 
charges, and as a specific instance 
of the latter, I might mention “‘im- 
provements to leased properties.” 
Normally such improvements are 
amortized over the life of the lease. 
If, however, specific war contract 
operations are carried on in the 
leased premises, it would not be in- 
appropriate to charge the improve- 
ments directly to the contract. The 
amortization of the lease improve- 
ments is reimbursable in cash. The 
amount recoverable in cash within 
the accepted period of currency can 
appropriately be classed as a current 
rather than as a non-current asset. 
Many more examples of this type 
could be cited. One of the difficul- 
ties, perhaps, is the fact that a 
period of time, generally taken as 
twelve months, forms a part of the 
basis of the definition of current 
assets and liabilities. Though an 
established convention, this is ad- 
mittedly an arbitrary basis of segre- 
gating current and non-current 
accounts and need not be rigidly 
adhered to if the circumstances of a 
given case warrant other treatment. 


Loan agreements or security in- 
dentures often require the main-. 
tenance of minimum net current 
assets Or a minimum current ratio. 
Sometimes there is a conflict be- 
tween the definition of current 
assets contained in the agreements 
and that which would be sanctioned 
under generally accepted account- 
ing principles. In such instances, 
the statements appearing in the 
stockholders’ report would not serve 
to measure compliance with the 
agreement. In such cases, the inde- 
pendent accountant is often called 
upon to prepare a special report 
(usually in letter form) giving the 
information required by the banker. 

The significance of segregating 
current assets and liabilities under 
prevailing conditions may be ques- 
tioned in many cases. Often, the 
reader is not in a position to deter- 
mine the soundness of the company 
on the basis of a current ratio 
which, in turn, depends upon a 
somewhat arbitrary segregation of 
assets and liabilities made difficult 
in war times because of the mixed 
character of the asset accounts. In 
such cases soundness of a company 
should not be judged solely from its 
current ratio and without knowl- 
edge of the standards of the indus- 
try. 

Bankers readily admit that some 
of the arbitrary ratios used in in- 
vestment analysis in the past are 
now obsolete. Too high a current 
ratio could well indicate stagnant 
working capital, and extreme liquid- 
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ity might give rise to an inference 
of ultraconservatism. On the other 
hand, a company with a low current 
ratio might still be in an excellent 
operating condition. Some war con- 
tractor companies have very poor 
current ratios. This may be of no 
particular moment, because in many 
instances the realization of assets, to 
liquidate indebtedness, does not re- 
quire the usual flow of transactions 
from inventories to receivables to 
cash, but reimbursements are made 
as expenditures are incurred 
whether they be for material, labor 
or other production costs. In other 
words, the time lag between the in- 
vestment of funds in inventories 
and their reconversion into cash 
has been materially reduced. 


WarR CONTRACT TERMINATION 
AND RENEGOTIATION 


Of considerable current interest 
is the question of how contract ter- 
mination claims should be displayed 
in the balance sheet. Questions may 
arise as to whether in the balance 
sheet the claim should be considered 
a current or non-current asset, 
whether the estimated profit should 
be included or excluded prior to 
collection of the claim, whether the 
amount of the claim should be 
separately disclosed (if significant 
in amount), and whether the claim 
should be set out if the amount 
thereof, through the application of a 
valuation reserve, for example, dif- 
fers from the amount of the claim as 
filed with the government. In re- 


spect of the income statement, 
question may also arise as to 
whether the claim should be treated 
as sales income or whether it should 
be shown among other income 
credits. 

Circumstances surrounding the 
specific claims and the policies of 
the company will have a bearing 
upon the answers to these several 
questions. It would seem desirable 
generally to reflect in the balance 
sheet all claims properly filed, and 
show them therein as current assets. 
If a claim were of such doubtful 
collectibility as to render it non- 
current in character, it should prob- 
ably not be included in the balance 
sheet at all. It would also seem 
proper to include the estimated 
profit at the time the claim is taken 
up in the statements if apparently 
computed on a sound basis. 

General opinion seems to regard 
the billing under a terminated con- 
tract as a sale of partially completed 
goods, and on such basis the amount 
of the claim could appropriately be 
included in sales. Disclosure of the 
amount at which the claim is car- 
ried on the books may be desirable, 
even if that amount differs from the 
amount of the claim as filed with 
the government. In respect of 
renegotiation allowances, the gov- 
ernment has stated that amounts 
shown in a balance sheet for such 
purpose are not regarded as com- 
mitments to repay similar amounts 
of excess profits, 2nd in line with 
this policy it may be fairly assumed 
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that displaying a contract termina- 
tion claim in the balance sheet at 
a more conservative figure than the 
amount filed would not jeopardize 
its collection. To the extent deter- 
minable any claims of subcontrac- 
tors should be included both in the 
amount of claim shown as an asset 
and in the liabilities shown in the 
prime contractor’s balance sheet. 
It seems to me that the treatment 
of actual or contingent renegotia- 
tion liabilities in financial state- 
ments is by now well understood by 
most companies. It has become 
rather general practice to provide 
an allowance for possible refund of 
excess profits where reasonably de- 
terminable, and, as just stated, this 
practice does not carry with it a 
commitment on the part of the 
company to settle for the amount 
of such allowance. Even where an 
allowance is made within the state- 
ments, an explanatory footnote is 
usually presented. I have observed, 
however, that the wording of such 
footnotes has been considerably 
simplified in recent months. 


ANALYSIS OF SURPLUS 


The use of the term “‘capital sur- 
plus’ and the question of segrega- 
tion of surplus accounts generally 
has come in for increasing discussion 
in recent years. The term “capital 
surplus’ has been challenged as am- 
biguous and lacking precise mean- 
ing. However, any ambiguity may 
ordinarily be avoided by explaining 
the exact nature of the credits com- 


prising the total capital accounts 
other than capital stock. 


IMPORTANCE OF THE 
INCOME STATEMENT 


I believe it may fairly be stated 
that the income account is of 
greater importance than the balance 
sheet in annual reports to stock- 
holders of a going concern. In nor- 
mal times the income statement is 
an indicator of earning power, and 
the capacity of the company to earn 
money for its owners most often is 
best det@mined through a study of 
past and present earnings and by 
analysis of the trends of sales and 
costs. As stated in Colonel Mont- 
gomery’s Auditing Theory and Prac- 
tice, “The history of a business, as 
reflected in the annual statements 
of income, is one source of informa- 
tion useful in an estimate of its 
future possibilities. One function of 
the annual statement of income is to 
indicate the relation of earning per- 
formance to capital employed.” 

Another reason for emphasizing 
the importance of the income state- 
ment lies in recognition of the fact 
that the balance sheet is not exclu- 
sively a statement of values. It is, 
at best, a summation of factual 
data, estimates and management 
judgment, and should be so re- 
garded. Earlier it was stated that 
the question of whether the earning 
power of the company has been 
maintained is one which is foremost 
in stockholders’ minds, and without 
the income statement or without 
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display of operating ratios based on 


the income statement and the 
balance sheet, it would be impos- 
sible to answer this query in the 
annual report. 


COMPARATIVE STATEMENTS 


Trends in operating results can be 
demonstrated to a material extent 
by the use of comparative state- 
ments which, to be most helpful, 
should be presented for more than 
two years. A number of published 
annual reports contain detailed 
comparative statements for the 
two latest fiscal years in the prin- 
cipal financial statements, and a 
condensed summary of operations 
for a number of years in a supple- 
mentary section. It must be kept 
in mind, however, that comparisons 
are difficult in war times, and it may 
be that comparative statements 
should not be recommended in 
those instances where the company 
has recently gone into lines of pro- 
duction foreign to its customary 
products. Significant adjustments 
occurring during one fiscal year but 
related to a prior period, such as 
those resulting from renegotiation 
and allowance of large tax claims, 
may require changes in prior years’ 
figures if comparative statements 
are to be presented. 


TAX TREATMENT 


Accountants are giving increased 
consideration to the presentation of 
statements where the provision for 
income tax liability is so set up as 


to bear a reasonable relation to the 
operating income of the period. 
This trend toward the allocation 
of income taxes involves the appli- 
cation of an estimated portion of 
tax increases or reductions to the 
items to which they apply. For 
example, if an extraordinary credit 
appears in the surplus account 
which serves to increase the tax 
liability for the year, the related 
portion of tax may be allocated as a 
reduction of the surplus credit and 
not included in the total tax provi- 
sion appearing on the statement of 
income. * 


SURPLUS ADJUSTMENTS 


A subject of continuing interest 
is that of charges and credits 
directly to the surplus accounts 
either because of their relating to 
one or more prior years or because 
of their extraordinary character. 
There has been an increasing ten- 
dency in recent years to discourage 
direct charges to surplus, especially 
of operating charges, even though 
they relate to an earlier year, unless 
the income statement would be 
distorted by their inclusion therein. 
If they are of such significance as 
to distort the income statement, 
the problem can be solved for pur- 





*Since the writing of this paper, the 
American Institute of Accountants has 
promulgated Accounting Research Bulletin 
No. 23 which was prepared by its Committee 
on Accounting Procedure on the subject of 
Accounting for Income Taxes.—Ed. 


(Continued on page 35) 
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Montgomery Library of Accountancy 


The annual report of the Li- 
brarian of the School of Business 
of Columbia University for the last 
completed university year may 
serve as a reminder to the L. R. B. 
& M. organization of the library 
of accountancy which Colonel 
Montgomery established in the 
School of Business at Columbia 
University quite a number of years 
ago and to which he has continued 
to make additions each year. 
Many rare works of an early date 
pertaining to accountancy and old 
business records are included in the 
library. 

The following excerpts from the 
Librarian’s report are of interest: 


Considering the state of intellectual life 
in the country during this war period, a 
remarkable degree of interest has been 
shown in the history of accounting. Al- 
though most of the literature appearing 
in journals relates to the fairly recent 
period, some goes back to earlier develop- 
ments. For example, considerable contro- 
versy has been aroused over the name of 
Paciolo, so that de Roover, Taylor, and others 
have brought useful background research. 
data into the picture. Of more profound 
interest is the study of Vanci on inventory 
valuation, in that he refers to methods used 
in the actual accounts of Francesco Marco 
di Prato, and to Paciolo, Ympyn, Mennher, 
Goessens, Savary, and Johann F. Leuchs. 


De Roover has been working on “‘nostri- 
vostri’”” accounts, and has used a number 
of works in this Library for his researches. 
His theory of exchange before 1700 is that 
rates were directly related to interest rates 
and were represented in the “‘nostri-vostri” 
Interest being illegal, this was 


accounts. 


a method of getting around the law. There 
have been a few other reference requests 
for items in the collection, and we have 
been able to supply books without much 
difficulty, in spite of their still being in the 
safety zone. 


The time is not propitious for the more 
profound researches into the history of 
accounting: some of the published articles 
as indicated above being of the reminiscent 
sort, and covering a recent period. With 
so many problems of a temporary and 
pressing nature, the profession has little 
opportunity to consider long-range impli- 
cations of present actions or the basic 
principles in terms of history. In view of 
interest in historical aspects of the subject 
even now, there is great promise for the 
future. It is therefore well to prepare for 
that period by building up our collection 
now. 

The Librarian of the School has inter- 
esting, and it is hoped useful, contacts by 
becoming a member of the New York 
Committee on Business Records, organized 
by Dr. Shepard Clough of Columbia, and 
Dr. Thomas Cochran of New York Uni- 
versity. This Committee aims to survey 
and to encourage preservation for research 
of essential business records in older firms 
located in or near New York. 


We have been fortunate in getting 
printed books to fill in that part of our 
records. 

Here follows a list of the books 
added to the Library during the 
past University year. They include 
books in English, French, Spanish, 
Italian and German, published at 
dates ranging all the way from the 
sixteenth to the nineteenth cen- 
turies. With respect to two books 
published in London in 1788 and 
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1815, respectively, it is stated that 
they are earlier editions of these 
books than any in the library of 
the Institute of Chartered Ac- 
countants. 

Manuscripts also, as revealing principles 
and practices of accounting, have been 
purchased. One of the most unusual is the 
‘Articles of agreement between the repre- 
sentatives of John Asgill Gosling and the 
representatives of Osgood Hanbury, Es- 
quire, deceased, Anna Barnard”, January 
27, 1796. 

Another item of historical interest is the 
records of Captain George A. Barksdale 
(Quartermaster General’s Dept.) in account 
with the Treasurer of the Confederate 
States of America, October 8, 1861 to 
March 31, 1862. The balance at the end 
of the period showed $1,478,173.89 paid 
out, and checks outstanding, $9,292.63. The 
records are simply debits of amounts re- 
ceived from the Treasurer, and credits for 
checks issued. 

Merchants’ books of interest likewise have 
been acquired. That of Rutson, a daybook, 
1772-1777, for example, is of an English 
dealer in cotton and wool cloth, and yarn, 
exporting largely to America. Of particular 
interest, since the period covers part of 
the American Revolution, is the note under 
the entry for April 15, 1776: 

N. B. Jo. Wakefield is to pay 
£400 May 1, 1777 in part of the 
above 1196/1/7 & the remainder 
12 months after trade is open to 
America. 

Retail accounts are represented by Everts 
& Dunklee of New Haven, 1825-26, who 
ran a general store but seemed to sell quite 
a bit of “strong cider” and “‘strong -beer’’. 
Also in the volume are Everts farm ac- 
counts, 1834-1857, with a curious entry 
on fol. 1, November, 1837: 

By cash, 5$- cr. by use of the 
telegraph, 
an early reference to an invention that was 
not reported in public use until 1844. 


Farm accounts assume an added impor- 
tance in view of renewed interest in agricul- 
tural history, apart from their significance 
in the evolution of farm accounting methods. 
In the books of Allen W. Dodge(1841-1846), 
for example, there is some attemnt to 
prepare a P/L statement, and to set up 
accounts for individual crops. 

Trades, such as carpentry and repairs, 
were often practiced in conjunction with 
farm work. The idea of part-time farming 
was practiced long before it was re-dis- 
covered by the New Deal and some 
industrialists. Thus, the daybooks of 
carpenters and repairmen from Newbury- 
port, Mass., (1851-1857), and Portsmouth, 
N. H., (1818-1833), have some entries 
for farm labor. 


This year also we have received two 
gifts: one, a manuscript from the Medical 
Library, Columbia University, of the 
Ledger of Sylvester Bass (Pompton, N. Y. 
1819-1822). These consist of tutorial 
records, account with Samuel Bass, and 
the firm of Samuel Bass and Sylvester Bass 
(retail business). The latter graduated 
from Columbia Medical School in 1819. 
The other gift is a little volume: 

Cleveland, Charles 

Exchange tables, showing value in 
dollars and cents of any sum of ex- 
change on London . . . commencing 
at par and progressing by 4 to twelve 
per cent. Boston, Loring, 1838. 43p., 

presented by the same man who gave us a 
manuscript account mentioned in last 
year’s report, Edward C. Starr of the Samuel 
Colgate Baptist Historical Collection. 


It is suggested that when mem- 
bers of our New York staff have 
time available (a rare commodity 
in the pressure of these war times!) 
they make at least one visit to this 
interesting collection of books and 
manuscripts on accountancy and 
related business subjects. 
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Desirable Reforms in Corporate Taxation* 


By E. E. WAKEFIELD 
(Boston Office) 


Necessarily, the subject of “‘De- 
sirable Reforms in Corporate Taxa- 
tion” is related to the broader 
question of a tax system for the 
country as affecting federal taxes 
and state and local taxes. There- 
fore anything that can be said 
specifically as to reforms in cor- 
porate taxation must be considered 
in relation to the whole matter of a 
revised system of taxation of which 
the country is in great need. There 
are, however, certain reforms which 
seem to me necessary in taxation of 
corporations which, I think, will be 
of consequence in years to come 
whatever we succeed in doing to 
reform our general tax system. 


BUSINESS INCOME AS BASIS FOR TAX 


The first reform I would like to 
mention is one that is being advo- 
cated by accountants, but which I 
believe will appeal to business men 
and to taxing authorities as it is 
given fuller consideration. I refer 
to the use for taxable income of 
income as determined by corpora- 
tions for business purposes, under 
the applicable principles and prac- 
tices of accounting. 

We have in recent times been 
taxing corporations on income 
under the federal law beginning 





*A paper read at the October, 1944, New 
England Tax Conference. 


with the 1909 excise tax law. 
The ideas as to taxable income 
and the methods of determin- 
ing it were rather rudimentary 
under that first law and they con- 
tinued so after we adopted the 
federal income tax under the Six- 
teenth Amendment. Indeed, it was 
some time before the taxing authori- 
ties and the courts came to recog- 
nize that business in general, par- 
ticularly large business, could not 
be expected to determine its income 
on the cash receipts and disburse- 
ments basis but must determine 
it on the accrual basis. This is an 
example of the original inade- 
quacy of the determination of what 
taxable income might be. 
Furthermore, when we came to 
have income taxes, they naturally 
followed the lines of taxes of other 
kinds under laws which had been 
in effect in changing forms for 
generations. These laws have been 
subject to litigation and judicial 
determination and it was hardly to 
be expected that any different 
procedure would arise as to de- 
termination of tax on income. In 
consequence, we have had from the 
start federal and state laws for the 
determination of taxable income 
which always have been and still 
are highly legalistic in their con- 
ception and lead to results that are 
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absurd in the relation of taxable 
income to the real income available 
to corporations for their business 
use and for distribution to their 
stockholders. A few illustrations 
will indicate what I mean. 

Depreciation of fixed assets is 
one of the elements in the deter- 
mination of annual income. I have 
been satisfied for a great many 
years that, in spite of all that has 
been written on the subject, the 
charge for depreciation is not a 
scientific matter. Fundamentally, 
it is a more or less arbitrary means 
of saving out of earnings, if possible, 
the cost of plant and other wasting 
assets so that they can be replaced 
and business can continue without 
new investment of capital. 

Broadly speaking, from a busi- 
ness standpoint it is better to err 
on the side of recovering costs of 
such assets somewhat more rap- 
idly than may turn out to be abso- 
lutely necessary, and therefore the 
tendency, in general, has been for 
corporations to use depreciation 
rates which have not too closely 
matched the actual physical life of 
the property. However, I am satis- 
fied from long experience that it 
has been anybody’s guess whether 
the taxpayer or the government 
would gain or lose by having depre- 
ciation rates higher or lower. 
Nevertheless, tremendous amounts 
of time and money have been 
wasted as I see it by the federal 
Treasury and by corporations be- 
cause of attempts to reduce to 





legalistic formality the deduction 
for depreciation to be taken in 
determining taxable income. 

Everybody would be a great 
deal better off if the matter had 
been left alone, even though depre- 
ciation rates have been higher than 
the physical life of property would 
have indicated. When depreciation 
rates were high and tax rates were 
high, the government has got less 
revenue but over a period of 
twenty-five years corporations have 
lost heavily because they have had 
high depreciation rates applicable 
in loss years or years of low tax 
rates and so have used up their 
costs and could not have them when 
tax rates were high again. The 
matter is thus principally one of 
the year a deduction fails in, not 
of the total deduction. 

Another matter which illustrates 
what I mean is the question of the 
deduction of salaries of officers of 
corporations. There is continual 
controversy between the federal 
Treasury and taxpayers and much 
litigation as to what are reasonable 
salaries. But over a period of years 
it cannot make a great deal of 
difference whether the potential 
profits of the corporation go to its 
officers in the form of salaries or to 
stockholders in the form of divi- 
dends. On the average, over a 
period of years the taxing authori- 
ties would be substantially as well 
off if they did not continually seek 
to cut down salary deductions on 
the theory that corporation taxes 
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are lost if they do not keep salaries 
at the lowest point that the courts 
will sanction. 

Another illustration of what I 
have in mind is the varying proce- 
dures as to sale of capital assets, and 
the extremely complicated proce- 
dures of Congress under which they 
so often insist on taxing gains but 
omitting seme or all of losses. 

I cculd go on indefinitely indi- 
cating the items which through 
peculiarities of tax laws bring wide 
variances from what corporations 
consider income for other purposes 
including the reports made to 
authorities other than taxing au- 
thorities. What I am trying to 
make clear is that, overall, we 
should have just as useful a basis 
for raising revenue and we should 
have a basis greatly beneficial to 
both taxpayers and government if 
we could come to the point of 
throwing our complicated tax laws 
out the window and could use the 
inccme as determined for business 
purposes as the basis for taxable 
income. 

Along with this suggestion we 
have the suggestion that for all but 
very small incomes tax returns 
would be certified by recognized 
accountants. This is no plea for 
business for accountants because 
most corporations of any size have 
to have audited statements in any 
event, and have to have reports 
as to income, assets and liabilities 
determined by accountants for vari- 
I think we could 


ous purposes. 


safely take the risk which the 
administration in Washington has 
seemed unwilling to take for the 
last ten or twelve years, that on 
the whole proper returns will be 
made. 

My experience leads me to be- 
lieve that it would be impossible 
for most corporations substantially 
to underestimate their incomes year 
after year even though they wanted 
to, and that most executives rea- 
lize the propriety, as well as the 
necessity, of making honest reports 
to government authorities. I hope 
that all of you will give this matter 
some thought and if you are satis- 
fied that the suggestion is sound, 
bear it in mind when you have to 
do with the formulation of the 
many new tax laws and systems 
which I am sure will be under con- 
sideration as soon as the war is over. 


FEDERAL RETURN AS BASIS FOR 


STATE RETURN 


The second reform which I would 
like to urge is somewhat related to 
the first. I discussed the matter at 
a conference of the National Tax 
Association ten years ago this fall, 
and I think the need for discussing 
it now is no less than it was then. 
Whatever we have in the way of 
federal laws fixing income to be 
subjected to federal tax, it is highly 
desirable that we should not have 
forty-eight differing state laws. 
Many states already follow the 
federal law as the basis for income 
taxable by the state, but this useful 























26 L. R. B. & M. Journal 





procedure could be much more 
widely and closely adopted. 

It is really absurd, I believe, that 
we should have one determination 
of income to be taxed by Massa- 
chusetts, another one for the ad- 
joining State of Connecticut, with 
its peculiar rules as to deductions 
for interest and rents, another for 
South Carolina and another one 
for California, etc. Those of us who 
have to deal with the preparation 
of tax returns for filing in various 
states realize that it is impossible 
for anybody to be so well informed 
as to the tax laws and the adminis- 
tration of the laws of the states all 
over the country as to know how 
best to make the wide variety of 
state tax returns with which we 
must deal. After all, the size of 
the revenue to be raised on income 
of corporations can be controlled 
from year to year by rate changes 
and there is no need that the basis 
of the tax should be a matter re- 
quiring special law and study for 
many states plus the District of 
Columbia, and, for all I know, other 
jurisdictions, such as cities and 
counties. Again, we need to get 
away from the legalistic conception 
of the basis of taxation and to get 
nearer to the sense of the propriety 
of determination of income by a 
single standard. 

Adoption of federal income with- 
out material modification as the 
basis of state income taxes on cor- 
porations would make a tremendous 
saving in the cost of preparation of 





state returns and in the long run, I 
believe, a great saving in the cost 
of administration. It is not reason- 
able that $100 or $200 of work 
should go into the determination 
of the fact that a corporation is 
subject either to no tax in the 
particular state or to a minimum 
$25 tax. We shall have difficulty 
enough in making it possible for 
private business to fulfill our eco- 
nomic needs in the years after the 
war without handicapping business 
and increasing our state expenses 
by the continuance of our 57 more 
or less varieties of determination of 
taxable income. 


ADJUSTMENT OF DOUBLE 
TAXATION 


Another reform about which | 
should like to speak briefly, al- 
though the matter is necessarily a 
very important one in all the pro- 
posals for modifying federal taxa- 
tion of incomes, is the so-called 
double taxation of corporate in- 
come. In theory, of course, the 
owners of a corporation, that is, the 
stockholders, are the ones who 
make the income which we call the 
corporate income and the ones who 
have to contribute out of that 
income to the taxing authorities. 
Therefore, in pure theory there 
should be no reason for taxing to 
the corporation the income which 
should be taxed to the owners so 
that they can pay in accordance 
with their ability to pay. 

My feeling is, however, that 
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we are hardly likely to get 
away from the taxation of cor- 
porate income. Therefore, as a 
practical matter I think that the 
attainable reform is in the relation 
of the tax on the corporation to the 
tax on the stockholders. Various 
proposals have been made running 
all the way from tax on the cor- 
poration merely on undistributed 
income to credit given the stock- 
holder for some of the tax paid by 
the corporation. I do not think 
that it is of great consequence what 
the form of the adjustment as be- 
tween corporation and stockholder 
takes, but I do think it is an essen- 
tial reform to make our whole 
scheme of taxation more reasonable, 
that the income should not first be 
taxed to the corporation at a rela- 
tively high rate and then what is 
left taxed to the stockholder at 
varying rates according to the 
circumstances of the particular 
stockholder. 

Very possibly, a procedure such 
as that proposed by the so-called 
“Twin Cities Plan’ for postwar 
tax adjustments is the best we can 
do. Under that plan only part of 
the distribution received by the 
stockholder is subjected to his 
personal income tax. The result is 
at least a move in the right direc- 
tion. I hope that as we have to do 
with suggestions and recommenda- 
tions to Congress in the next year 
or two we shall all feel it desirable 
to advocate some modification of 
the present system to get away as 


far as may be from the double tax 
on corporate incomes. 


TAX ADMINISTRATION 


The last reform I wish to mention 
is One as to administration of tax 
laws. I have been strongly of the 
opinion, and increasingly so in the 
last few years, that an important 
reform in taxation of corporations 
would be achieved if the U. S. 
Treasury officials, from the top to 
the bottom, could persuade them- 
selves (I will not assume that any 
one else will persuade them), that 
their function ceases when they 
collect from corporations the 
amount of tax that is clearly indi- 
cated by the tax law given them 
by Congress. ‘I am quite certain 
thai it is the function and responsi- 
bility of the legislative body and 
the country to determine how much 
public money shall be spent and 
where it is to come from. I am 
quite certain that it is not the 
function of the Treasury to seek 
to collect the last dollar, or even 
the next to the last dollar, that can 
be raised on doubtful and extreme 
interpretations of the law. 

I am reminded when I think of 
this matter of a cartoon that I saw 
in a newspaper years ago. It was 
a Mutt and Jeff cartoon. Mutt 
was hauled into federal court for 
some offense and when his case was 
reached the clerk called out in 
stentorian tones “United States of 
America against Mutt.”’ Mutt hesi- 
(Continued on page 36) 
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The L. R. B. & M. Journal 
Completes a Quarter Century 


Subdivisions of a century seem 
to have an unusual attraction for 
the measurement of accomplish- 
ment, at least from the time view- 
point. Hence, the editor feels led 
to make note of the completion of 
a quarter-century of service to the 
L. R. B. & M. organization by the 
L. R. B. & M. JOURNAL. 

This Twenty-fifth Anniversary 
of the birth of our JOURNAL is being 


marked by Mr. Lybrand’s Fore- 
word to this issue, and by the 
article immediately following it 
which reviews briefly the purpose 
of the JOURNAL and how it has 
sought to carry out that purpose 
in serving our organization during 
the past quarter-century. 


We hear much these days of 
speculation as to what new develop- 
ments may come to us in the post 
war period and of plans for meeting 
them. Without attempting to do 
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any prophesying as to any particu- 
lar developments which may occur, 
which at best would be a risky 
undertaking, we look forward with 
confidence to an important place 
of service for the accounting pro- 
fession in the post war world of 
business and finance. The L. R. B. 
& M. JOURNAL will, we believe, be 
helpful to us in meeting the respon- 
sibilities of our firm in rendering 
effective service to its clients. 

Philadelphia Twenty-five Year 

Club 


The Philadelphia office now has 
nine staff men who have been with 
our firm for more than twenty-five 
years, as follows: 

Leslie A. Carfrey 
William J. Casey 
Homer C. Hulse 
Frank R. Kincaid 
Henry S. Kreider 
Frederick Martin 
Thomas S. Mitchell 
Harvey I. Sohner 
Lewis L. Tanguy 

On the afternoon of December 
15th, Mr. Ross presented a gold 
watch to each of them with the 
date of his twenty-fifth anniversary 
inscribed thereon. 

The partners who were in the 
office at the time attended the 
brief ceremony, and the suggestion 
was made that it might be fitting 
and proper for these and future 
recipients of the watches to form 
a Philadelphia Office Chapter of our 
firm’s Quarter Century Club. 





Montgomery’s Tax Manuals 


In our November issue we men- 
tioned that new editions of Mont- 
gomery’s Federal Taxes on Corpora- 
tions and of Montgomery's Federal 
Taxes on Estates, Trusts and Gifts 
were in course of preparation. This 
task has been completed and the 
1944-45 edition of each of these 
works has come from the press. 

These comprehensive tax manu- 
als are well known, not only to the 
members of the L. R. B. & M. or- 
ganization, but to tax practitioners 
and corporate officials generally. 
The new editions will doubtless be 
found as helpful by our organization 
in rendering tax service to our 
clients as has been true of earlier 
editions. 


Forecast for 1945 


In a form simulating a page from 
a “‘Farmer’s Almanack,” the Bank 
of New York published this month 
an advertisement containing a Fore- 
cast for 1945. One of our partners 
brought it to the attention of the 
editor with the comment, “‘this 
seems to be good enough for the 
L. R. B. & M. JOURNAL.” Recogniz- 
ing that only an article of fine 
quality could merit such praise, the 
Forecast is reproduced below. 

January is a good month to do hoping. 
Most of us need to do some all the time. 
But folks that work for a living had better 
count on keeping on working. Knowing 
how to work always has come in handy, 
regardless of politics. 


(Continued on page 35) 
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Notes 


Mr. Hugh J. Shumaker, formerly 
a member of our New York Staff, 
who transferred to the Detroit 
staff in 1942, entered the country’s 
military service in December 1944. 


Lilian Averell Ross Luncheon 


On Saturday, November 4, 1944, 
Miss Lilian Averell Ross enter- 
tained the partners and their wives, 
and the staff and office force at 
luncheon in the main reception hall 
at 2101 Packard Building. The 
occasion was her retirement from 
active participation as general secre- 
tary of the firm, which position she 
has held since January lst, 1898. 
Tribute was paid Miss Ross in an 
editorial in the November, 1944, 
issue of the JOURNAL for her valu- 
able service to our firm over a 
period of forty-seven years. 

About 140 members of the Phila- 
delphia Office were present, enjoyed 
an excellent luncheon, and had 
their opportunity to wish Miss 
Ross future happy leisure hours. 
Incidentally, it was the first oppor- 
tunity for many of the organization 
to greet some of the new partners 
and their wives socially. 

Miss Ross, always a charming 
hostess, was particularly gracious 
and the whole affair was very in- 
formal and enjoyable. 

Prior to the day of the luncheon 
Miss Ross had received from the 
Philadelphia partners a beautiful 


diamond wrist watch and from the 
office and staff some pieces of an- 
tique silver to add to her collection. 


Twenty-five Years of Service 


The following letter which Mr. 
Lybrand wrote to Miss Edythe M. 
Cackett, who presides so ably over 
the Report (typing and comparing) 
Department at our New York office, 
deserves a place in our firm’s 
archives: 

January 2, 1945. 
Dear Miss Cackett: 

Twenty-five years ago today you began 
your long association with the firm. As 
you progressed from junior comparer to 
your present position as supervisor of the 
report department every job you undertook 
was performed cheerfully and competently. 
Your actions have always been charac- 
terized by loyalty and industry. The firm 
has been indeed fortunate in having your 
continued service. 

I speak not only for myself but for all 
connected with the firm when I say I hope 
sincerely that your association with the 
firm may continue for many more years and 
that you may enjoy all health and happi- 
ness. 

Sincerely yours, 
(Signed) WILLIAM M. LYBRAND. 


The partners at New York pre- 
sented Miss Cackett with flowers 
and added their personal expres- 
sions of congratulation and appre- 
ciation to Mr. Lybrand’s letter. 

The December, 1944, issue of 
The New York Certified Public 
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Accountant contained an article by 
Mr. Norman E. Webster, Chairman 
of the New York State Board of 
Examiners, entitled ““What is a 
Public Accountant?’ It included 
quotations from many different ac- 
counting and business publications 
of the period from 1896, when New 
York State enacted the first C.P.A. 
law in the United States, until about 
1906. Mr. Webster included the 
following statements by the found- 
ers of our firm, which had appeared 
in The Public Accountant (published 
in Philadelphia) in 1900: 


Mrz. Lybrand: 


A public accountant is one engaged pro- 
fessionally in the practice of accountancy; 
the term accountancy being understood to 
cover all forms of investigations of accounts 
for the determination of financial condi- 
tions, detection of frauds or prevention 
thereof, or for whatever purpose data 
obtained from the accounts may be 
required. 


Mr. T. Edward Ross: 


A public accountant is one who, being 
skilled in accounts, examines, supervises, 
adjusts, states and keeps accounts, and 
designs and inaugurates systems of account- 
ing. His services are not limited to or con- 
trolled by one employer, but may be 
secured by all who require them. 


Mr. Adam A. Ross, Jr.: 


One who by reason of intellectual fitness 
and experience is competent to design and 
direct systems of accounting; critically 
examine books of account respecting their 
accuracy, honesty and adequacy; prepare 
therefrom clear and adequate exhibits of 
financial condition and operations; and, 
generally, to advise in all matters pertaining 
to accounts. 





Colonel Montgomery: 

A public accountant is a man fearless 
and unprejudiced, with the ability to look 
at both sides of a question; one who will 
not allow his honest opinions to be changed 
by client or adverse party; who dictates 
and is never dictated to; who places his 
devotion to his profession above the oppor- 
tunities for gain by questionable means. 


In 1910, Mr. Staub wrote an 
article for The Business World, en- 
titled “The Certified Public Ac- 
countant,” with a sub-title, ““ What 
the Certified Public Accountant is 
and what he does. The growth, the 
requirements and the work of a new 
profession.’”’ A reprint of the article 
received quite a wide distribution at 
the time of publication. 


The December issue of the Cana- 
dian Chartered Accountant repro- 
duced Colonel Montgomery’s article 
on Capital Surplus—Help Wanted, 
which appeared in the October issue 
of The Journal of Accountancy. The 
Editor’s Note, which accompanied 
the reproduction in the Canadian 
magazine, read as follows: 


This article appeared in the October 1944 
issue of The Journal of Accountancy, the 
Official publication of the American Insti- 
tute of Accountants. It is thought that it 
will prove of equal interest to Canadian 
accountants although it should be borne in 
mind that in Canada the term “capital 
surplus’’ has an official status by virtue of 
Section 61 of the Companies Act (Canada). 
The author is past-president of the Ameri- 
can Institute of Accountants and a member 
of its executive committee. He is a partner 
of Lybrand, Ross Bros. & Montgomery 
and author of the well known work on 
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auditing entitled ‘Auditing Theory and 
Practice.” 





The American Institute of Ac- 
countants has published the papers 
presented at the 57th Annual Meet- 
ing held in St. Louis October 16-19, 
1944, under the title “‘Termination 
and Taxes and Papers on Other 
Current Accounting Problems.”’ It 
includes the address on “‘ The Inter- 
national Congress of 1904’’ which 
Colonel Montgomery delivered at 
the annual dinner of the Institute 
during the 1944 meeting. 

The book starts off with the intro- 
ductory remarks by Mr. Russell in 
opening the first day’s sessions, 
which were devoted to the subject 
of War Contract Termination. One 
of the papers included in the book is 
by Mr. James J. Mahon, Jr., of our 
Philadelphia staff, on ‘‘Case Experi- 
ence Under the Relief Provisions.” 

A reprint of Colonel Montgom- 
ery’s address has been made and a 
copy of it is being sent to each 
member of the L. R. B. & M. organi- 
zation with his copy of this issue of 
the L. R. B. & M. JOURNAL. 





Mr. Lenhart, who is Chairman of 
the Committee on Practice Proce- 
dure of the New York State Society 
of Certified Public Accountants, 
presided at a panel discussion of 
Time-Saving Procedures in the Con- 
duct of an Audit, which was the 
subject of the Society’s monthly 
meeting held on January 8. The 
necessity for expediting audits with 


somewhat limited personnel is a 
wartime problem affecting all certi- 
fied public accountants and the 
purpose of the panel discussion was 
to consider how available manpower 
could be best utilized to expedite 
audits, through possible simplifica- 
tion of required year-end procedures 
as well as through possible reduc- 
tion in the usual detail verifications 
by use of alternative methods. 


Mr. Russell addressed the Louis- 
ville Chapter of the National Asso- 
ciation of Cost Accountants on 
November 21, 1944, on the subject 
of ‘Termination of War Contracts.” 
He addressed a special meeting of 
the Indianapolis Chapter early in 
December on the same subject. The 
N. A. C. A. Bulletin contained the 
following in its report of the latter 
address: 

Even though the war is far from won, 
changing military needs make this an im- 
portant problem. The government’s atti- 
tude toward settlements may be summed 
up in three words: fast, fair, and final, 
with office reviews rather than detailed 
field audits relied on for checking. 





Mr. Arthur addressed the Dallas 
Chapter of the National Association 
of Cost Accountants on Decem- 
ber 15, 1944, on the subject of 
“Wartime Regulations and Audit- 
ing Procedures.” The N. A.C. A. 
Bulletin, in reporting the meeting, 
stated that, ‘‘a very good speaker, 
Mr. Arthur gave a refreshing and 
diverting discourse.” 
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Several months ago Mr. Marsh, 
who is a past president of the 
National Association of Cost Ac- 
countants, was elected a member of 
the Executive Committee of that 
organization. 


Pennsylvania Institute of Certified 
Public Accountants and the School 
of Business and Public Administra- 
tion of Temple University, with the 
cooperation of the Philadelphia 
Chapter of the Controllers Institute 
of America and the Philadelphia 
Chapter of the N. A. C. A., con- 
ducted a Tax Forum at the Univer- 
sity on December 4. Mr. James J. 
Mahon, Jr., of our Philadelphia 
staff, was one of the speakers, his 
subject being “Individual Federal 
Income Taxes.”’ Mr. Richardson 
presided at the dinner meeting held 
in the evening. 


The following paragraphs in a 
letter received from Sergeant F. J. 
Baffi, who left our New York staff 
in May, 1942, to join the Army and 
who is now serving in the Pacific, 
will be of interest to L. R. B. & M. 
JOURNAL readers: 


Several times I’ve written you about 
reading where one Lybrand man meets 
another in some distant land but never 
having the pleasure myself. Well now, I’ll 
have to rectify that statement for I’ve met 
not one but two of the boys. They’re both 
attached to 6th Army Finance Office and 
operate as parts of Disbursing Sections: 
Baldwin, from the Rockford office, and 
Terman, from the Louisville office. Natu- 


rally we had quite a bit of discussion, talking 
of ‘“‘those’’ days and different accounting 
points. As a matter of fact, the other night 
Terman and I were up until midnight dis- 
cussing the post-war tax problem and the 
reduction of the national debt. We argued 
and argued with no results and had to 
postpone it till a future date as just then 
we had an air raid. 

. . . Today, the June JOURNAL (Lybrand) 
came in and Terman is reading it now. 
Perhaps Blair-Smith has something in that 
tax article which will further our discussion 
of the other night. 


On another page appears a snap- 
shot of Sergeant Baffi with two 
other L. R. B. & M. men, one of 
them being Sergeant Terman who 
is mentioned above, which was 
taken while they were together in 
the Netherlands East Indies. 


Mr. A. R. Kassander, of our 
New York staff, was the discussion 
leader at the final session on 
December 18, 1944, of a study 
group under the auspices of the 
Brooklyn Chapter of the National 
Association of Cost Accountants. 
The subject of the series of sessions 
was “Organization and Operation 
of a Cost Department.” The final 
session was devoted to “Cost Re- 
ports and Managerial Uses.’”’ On 
December 20, 1944, Mr. Kassander 
addressed the New York Chapter 
of the N. A. C. A. on the subject 
of “Cost Accounting under War 
Conditions — What Have We 
Learned’’? 

The report of the latter address, 
which appeared in the N. A. C. A. 
Bulletin, contained the following: 
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The war has brought government demand 
for better cost accounting and inventory 
control which undoubtedly will be con- 
tinued and perfected. Standard costs and 
budgets have been most useful tools in 
formulating policies during these changing 
conditions. In summarizing, Mr. Kassander 
stated that adequate records must be kept, 
good procedures must be followed, and 
tough supervision must be given to the 
foregoing. 


Mr. Robert Meyers, of our Rock- 
ford staff, conducted the education- 


al meeting of the Rockford Chapter 
of the National Association of Cost 
Accountants on December 7, 1944. 
The subject under discussion was 
“Corporate Income and Excess 
Profits Taxes.” 


Mr. Howard W. Finney, of our 
Los Angeles staff, is currently 
serving as President of the Los 
Angeles Chapter of The Society for 
the Advancement of Management. 





Twenty-five Years of L. R. B. & M. Journal 
(Continued from page 9) 


terial which has been presented to 
the L. R. B. & M. organization, 
particularly that which may be 
indicative of the purpose the JouR- 
NAL has sought to serve. They have 
emphasized, too, that historical ma- 
terial accumulated in the twenty- 
five volumes of the JOURNAL which 
those men of the younger genera- 
tion, who in years to come carry 
on the practice of our firm, will be 
interested in reading of the found- 
ing of the firm, the development of 
its practice, and the performance 
of the L. R. B. & M. organization 
during its first (approximately) 
fifty years. Our firm will celebrate 
the Fiftieth Anniversary of its 
founding on January 1, 1948, and 
it is to be expected that the Janu- 
ary, 1948, issue of our JOURNAL 
will record the commemoration of 
that event. 


In looking to the future we antici- 
pate a continuance, and we hope, 
extension, of the service of the 
JOURNAL to the L. R. B. & M. 
organization and bespeak for it the 
active cooperation of our various 
offices in contributing informing 
articles on technical subjects and 
information concerning events 
which should be recorded in the 
Notes section of the JOURNAL. The 
writer of these notes takes this 
occasion to express his appreciation 
of the cooperation received from 
the many who have contributed 
to the content of the JOURNAL dur- 
ing the past quarter century and 
relies upon a continuation of their 
support in coming years so that 
the JOURNAL may be still more 
useful in the second quarter century 
which it has just begun. 
W.A.S. 
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Annual Reports to Stockholders 


(Continued from page 20) 


poses of the annual report by using 
the form of statement in which the 
net income for the current period is 
first shown, and then the items in 
question shown as additions Lo or 
deductions therefrom. 

Under conditions resulting from 
a wartime economy the operating 
results of any accounting period 
must be considered tentative, and 
the separation of extraordinary ad- 
justments on the basis of the period 
to which they apply loses some of 


its significance. Income statements 
prepared under present conditions 
can be considered only indicative, 
not conclusive, as it seems impossi- 
ble to effect a clean cut-off of trans- 
actions by years in these times of 
war. The accounting period meas- 
ured by time is practicable where 
there are such things as accounting 
seasons, but we must all admit that 
there are few seasonal aspects to 
business generally today. 





Forecast for 1945 
(Continued from page 29) 


Prices of securities will fluctuate through- 
out the year. Seed-beds of investments 
should be kept well protected. Spells of 
high winds come now and then. War Bonds 
should be held through the year, as they 
mature regardless of weather and the fruits 
are wholesome and safe for young and old. 

Taxes will cause bother and some pain, 
especially in March. Constant applications 
of heat to parts affected and to the body 
politic are the best palliative. 

Some good business men are going to be 
accused of hurting their country. But don’t 
take too much stock in this. Business will 
do a fine production job, regardless of 
profits. A business that can make money 


is usually a well-run business, which helps 
everybody, more than everybody thinks. 

Many folks will be worried about things 
that won’t happen, and there will be a lot 
of arguments about the future of the world. 
Some folks will act with good sense, patience 
and integrity. And some won’t. Some 
politicians will say they got a mandate to 
tear up something and change our country 
around, forgetting that the only mandate 
a candidate ever gets is to be a good, honest 
American in big print letters, without any 
little print. 

Things around the world will somehow 
change in our favor. We are going to be a 
bigger and maybe a better nation. 








SPEED VICTORY 


BUY WAR BONDS! 
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“Honour to Whom Honour is Due” 
(Continued from page 10) 


Mr. Ross is a cultured and distinguished 
gentleman, a man of high ideals and pro- 
fessional attainments. I believe that Beta 
Gamma Sigma is honored in electing a man 
of his abilities and accomplishments as an 
honorary member of the organization. 


The Beta Gamma Sigma Key 
(the initials of which stand for 
Honor, Wisdom and Earnestness) 
and a certificate of membership in 


the Alpha of Pennsylvania Chapter 
were then presented to Mr. Ross by 
Doctor Oscar S. Nelson, Secretary 
of the Chapter. Mr. Ross responded 
with an expression of appreciation 
of the honor conferred on him and 
with a brief account of some of his 
early experiences in the profession 
to which he has devoted more than 
a half century. 





The Fairchild Tropical Garden 
(Continued from page 12) 


Fairchild Tropical Garden will be 
to the only speck of tropical main- 
land on the North American Con- 
tinent. I have derived great pleas- 
ure and satisfaction from being 
allowed to help, especially with the 
setting up of the museum exhibits, 
and they are certainly well worth 


the trouble which it takes to go to 
see them. Generations yet unborn, 
as they stroll through these lovely 
scenes, will utter many a gentle 
blessing, in which the names of 
Fairchild and Montgomery should 
be conspicuous. 





Desirable Reforms in Corporate Taxation 
(Continued from page 27) 


tated a bit and then he said “I give 
in.” I know that many corpora- 
tions find themselves in the position 
of Mutt and year after year grudg- 
ingly pay more taxes than they 
believe, or are advised, they ought 
to pay under the law as it stands, 
because, like Mutt, they do not 
have the temerity, or do not find 
it expedient, to buck against the 
United States of America. 


The whole function of raising 
revenue would be made easier, I 
say, if the Treasury officials high 
and low could persuade themselves 
that they have done all that they 
are called upon to do when they 
seek to collect what the law clearly 
indicates and not what it will pro- 
duce by forced and uncertain inter- 
pretation. 
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